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To the Shareholders: 


ees: directors are pleased to submit the 176th Annual Statement of the Company which 
shows sales and earnings at record levels again this year. 


Marketing 


During the period under review, beer sales in Canada were quite buoyant. An industry 
increase of 4.3% was achieved, this despite the cool summer weather experienced in most major 
markets. Unfortunately the gain was also restricted by conditions in Manitoba, Saskatchewan 
and Alberta, where sales remained virtually unchanged. Overall industry growth nevertheless 
exceeded the rate of recent years, and reflected a gratifying increase in per capita consumption. 


Your Company’s sales increased 5.9% during the same period, with the result that our share 
of market reached 26.8% of Canadian volume. 


Additions to our product range, as well as further expansion in the manufacture and dis- 
tribution of our national brands, were important factors in our progress. In May “‘Laurentide 
Ale” was introduced throughout Quebec, and met with enthusiastic consumer acceptance. A 
light ale, ‘““Laurentide”’ was created specifically to satisfy the growing demand for such a product 
in this important market, and sales to date have exceeded expectations. Earlier in the year 
‘““Molson Cream Porter” also was reintroduced into Quebec, and while the demand for this type 
of product is limited, it still is making a worthwhile contribution. 


Widened distribution of ‘““Molson’s Canadian Lager Beer” was achieved through the intro- 
duction of this national brand into the Province of Alberta in July. Brewed at our Edmonton 
brewery, sales of ““Canadian” in this new market again demonstrate the popular appeal of 
this brand. 


Commencing in March, and in conjunction with the other members of the brewing industry 
in Ontario, Quebec, the Maritime Provinces and Newfoundland, your Company undertook the 
task of replacing all 12-ounce bottles then in use with the new compact returnable bottle. With 
the exception of Newfoundland, where it is still in progress, the conversion was complete in 
June and there is every indication that the anticipated benefits to both consumers and brewers 
will be fully realized. Certainly it is apparent that the average consumer appreciates the con- 
venience and product protection of the new package, and it is possible that this may have been 
a factor in the industry gain in per capita consumption. 


Mention should be made that the laws and regulations governing the distribution and sale 
of the industry’s products were modified in a number of provinces during the period under 
review, bringing them more in tune with public attitudes. These changes also may have made a 
contribution to the increase in industry volume, and it is hoped that this progressive trend 
will continue. 


Financial 


The consolidated accounts comprise the operations of all subsidiary companies and include 
the results of Newfoundland Brewery Limited for four months. The latter are not in 1961 com- 
parable figures. 


Sales increased to $113,343,404, a gain of $7,071,339 over last year’s previous record high of 
$106,272,065. After provision for income taxes and minority interests, Consolidated Net 
Earnings were $7,979,572 compared with $7,614,855 a year ago. Allowing for payment of 
preferred dividends amounting to $500,205, earnings per “A” and “‘B” share were $1.90 on a 
total of 3,930,984 shares outstanding in 1962, compared with $1.81 on 3,926,824 shares in 1961. 
With the payment of an extra dividend in 1962, total dividends on the ‘‘A” and “B” shares 
amounted to $3,930,835 as compared to $3,533,444 in 1961. 


In accordance with our practice of prior years of not carrying goodwill in the balance sheet, 
the excess of cost of the shares of the Newfoundland Brewery Limited over the net book value 
of assets acquired being $782,338, has been written off against Earnings Retained in the Busi- 
ness. Further, capital profits realized on the dissolution of a subsidiary and on the disposal of 
certain assets of another subsidiary company during 1962 had the effect of increasing Earnings 
Retained in the Business by $241,370. The net result of these transactions was a decrease of 
$540,968 in Earnings Retained in the Business. 


Total compact bottle conversion expenditures after deducting amounts received from the 
disposal of old bottles and cartons, less the applicable reduction in income taxes, amounted 
to $1,744,767. Of this amount $184,975 had been written off to September 30, 1962. The re- 
mainder will be written off over the period ending March 31, 1966. 


Consolidated working capital decreased by $2,347,212 to $14,125,913 at September 30, 1962. 


Change of Fiscal Year 


For many years the principal considerations determining our financial year, October | to 
September 30, have been of an accounting or financial nature. However, with the expansion 
of our operations across Canada and the extension of our lines of communication, it became 
increasingly apparent that, owing to the seasonal nature of our business, greater weight should 
be given to such factors as the demands of peak and off-peak periods, work flow, planning and 
budgets. To accomplish this, the year end should be closer to the summer months, our peak 
selling period. 

As a result your directors decided that the fiscal year end of the Company should be changed 
to March 31. This will mean that the next fiscal period will be a short one, from October 1, 


1962 to March 31, 1963. Thereafter the fiscal year will commence on April 1 and end on 
March 31. 


Production 


To obtain greater efficiency in production facilities and larger capacity for continuing volume 
increases $7,020,142 were spent for plant and equipment in 1962. 


In the six months ahead it is planned to spend a further $4,700,000. Major projects in progress 
and scheduled for completion are a new bottling line in Vancouver, a new cellar building in 
Lethbridge, a new bottling line and a warehouse addition in Toronto, and a new cellar build- 
ing in Montreal. Of these, the last mentioned is the largest, which when completed will have 
cost $4,500,000. 


Newfoundland Brewery Limited 


During the year all the issued and outstanding shares of Newfoundland Brewery Limited of 
St. John’s, Newfoundland, were acquired for cash. In excellent modern condition, this brewery 
established in 1894 has a capacity of 60,000 barrels per year, and its fine products enjoy ap- 
proximately a third of the market in the province. 


The acquisition of this plant represents recognition of the rapid economic progress which 
is taking place in Newfoundland and of our belief in the future of Canada’s newest province. 
It will also enable us to brew and sell our national brands in this growing market. 


We are pleased to report that Mr. John R. O’Dea, managing director of the company for many 
years, has agreed to continue his association with the company and has been appointed its 
President. 


Taxes 


Taxes are a subject to which we feel we must continue to make reference in our report. In the 
past year excise duties and sales taxes amounted to $43,846,758, which combined with income 
taxes make a total of $51,971,758 or 45.9 cents out of each sales dollar or 614 times the net 
earnings accruing to shareholders. 

These are the amounts paid prior to shipment and do not include the amounts added by 
certain governments at the retail level. 


Taxes are the major cost factor in the price of beer and if they are made too burdensome the 
natural legitimate enjoyment of beer as a beverage could well be seriously diminished, a develop- 
ment which, on grounds of moderation alone, should not be lightly contemplated. 


Directors 


Pursuant to the by-law, increasing the number of directors from eleven to twelve, ratified by 
the shareholders in January 1962, Mr. H. C. F. Mockridge, Q.C., of Toronto was elected a 
member of the Board in February. Mr. Mockridge brings to the Board wide experience as a 
lawyer and businessman and your Board is very pleased that he has become a member. 


Personnel 


In February Messrs. Morgan McCammon, Secretary and General Counsel and R. J. D. 
Martin, Technical Director, were appointed Vice-Presidents and since the end of the year, 
Mr. Peter Stewart has joined the Company as Director of Marketing. 

1962 was a critical year in renewing collective agreements with our employees, both as to the 
number of agreements and the issues involved. 


In Ontario, our employees joined with the other employees of the industry to negotiate all 


agreements at the same time. These agreements, having a three year term, provide benefits for 
employees on lay-off which will contribute to their income security. The total cost of wage 
increases and other benefits amount to approximately 3% annually. 


New agreements for two year terms were also reached in Regina and Lethbridge at approxi- 
mately the same annual cost. Contracts in Prince Albert, Winnipeg and Montreal are presently 
being negotiated. 


We should like on your behalf to welcome the employees of Newfoundland Brewery Limited 
into the Molson organization. In addition we should like to express our sincere appreciation 
to all employees across the country for their loyalty, cooperation and service during the year. 


Outlook 


From time to time we believe that your Company should, as a corporate citizen, express its 
broad views on the general economic scene. If this belief has merit, the Annual Report is 
probably the best medium for the purpose. 


Since the framing of its charter nearly a century ago, Canada has faced many perplexing 
economic dilemmas. Often these resulted from causes over which it had little or no control, and 
on many such occasions a course quite different from that followed theretofore had to be 
determined and pursued. 


Once again Canada stands at a crossroads, for the forces at work in the Western trading 
world and particularly in the United States, the United Kingdom and the European Economic 
Community, have compelled us to re-examine our fiscal and monetary policies and others of 
vital concern to our international trading position and the operation of our internal trade. 
These studies, having to do with such matters as banking and finance, combines, taxation and 
exports, are being conducted through Royal Commissions and by all levels within government 
and industry. In turn, it is to be expected that from such studies, constructive plans for the 
longer term will emerge, enabling us to best adjust to the changes which are taking place. 

Unfortunately, the results of these findings and the courses into which they may direct us 
will not be known for some time. In the interim, some budgetary and other measures designed 
to stimulate and encourage our domestic and foreign trade and to secure our balance of pay- 
ments position should be taken. 

In the shorter term, the Canadian economy appears to have climbed to a plateau from which 
it will decline only moderately over the winter months. Against this background we believe 
that the sales and earnings of your Company in the current fiscal period ending March 31, 1963 
will be at about the same levels as those of the similar period in the previous year. 


On behalf of the Board, 


T. H. P. MoLson, H. DEM. MOLSON, 
Chairman. President. 


Montreal, Canada, 
December 4, 1962. 
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1962 1961 
$113,343,404  $106,272,065 
43,846,758 40,690,729 
69,496,646 65,581,336 
54,169,024 51,198,317 
15,327,622 14,383,019 
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12,185 - 
16,177,325 15,164,508 
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8,052,325 7,689,508 
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$ 7,979,572 $ 7,614,855 
1962 1961 
$ 35,259,034 $ 31,237,975 
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241,370 — 
= 439,853 
43,479,976 39,292,683 
500,205 500,205 
1,965,418 1,766,722 
1,965,417 1,766,722 
4,431,040 4,033,649 
782,338 — 
5,213,378 4,033,649 
$ 35,259,034 


$ 38,266,598 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at September 30 
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LIABILITIES 


1962 1961 
CURRENT LIABILITIES 
Accounts payable and accrued liabilities. . . ........ meo.055,9208 $ 2,681,717 
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MINORITY SHAREHOLDERS’ INTEREST IN CONSOLIDATED NET ASSETS 658,137 636,459 


SHAREHOLDERS’ EQUITY 
Capital stock—(Note 5) 
Authorized— 


250,000 514% cumulative redeemable pre- 
ferred shares of a par value of $40 each 


2,250,000 Class “‘A”’ shares without nominal 
or par value 


2,250,000 Class ““B” shares without nominal 
or par value 


Issued and fully paid— 
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PoG34 92 Class SAT Snares Woe. beret ees 6,208,446 
965,492 Glass B oShares 7... es ee 6,208,446 

21,511,532 
Earnings retained inthe business. ....... 38,266,598 


59,778,130 56,697,466 


$68,745,332 $65,502,902 


Signed on behalf of the Board: 


T. H. P. MOLSON, Director 
H. deM. MOLSON, Director 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Notes to consolidated financial statements 
for the year ended September 30, 1962 


1. CONSOLIDATION 


The consolidated financial statements include the accounts of all subsidiary companies. 


As a result of the acquisition of all the outstanding common shares of Newfoundland 
Brewery Limited during 1962, the accounts of that company are included for the first 
time. The consolidated statement of earnings reflects the earnings of Newfoundland 
Brewery Limited only for the four months ended September 30, 1962, being the desig- 
nated period of control. 


The company has allocated to goodwill the excess of the cost of shares acquired over 
the book value of the net assets of Newfoundland Brewery Limited, and such good- 
will has been written off against consolidated earnings retained in the business. 


2. INVESTMENTS 


Government bonds and other marketable securities have been valued at cost, less 
reserve, and have an approximate market value of $1,990,000. 


3. DEFERRED COMPACT BOTTLE CONVERSION COST 


During the year the brewing industry replaced all 12-ounce bottles in Eastern Canada 
with new compact bottles. The cost of this conversion programme to Molson Breweries 
Limited and subsidiaries amounted to $3,635,007 which has been deferred in the 
accounts, less the reduction in income taxes applicable thereto of $1,890,240. 


The company intends to amortize this cost over a period of forty-seven months ending 
March 31, 1966. The amortization charged to earnings during the five months since the 
effective date of conversion, less the income taxes applicable thereto, amounted to 
$184,975. 


4. CONSTRUCTION IN PROGRESS 


The companies have contracted for additional capital expenditures which will amount 
to approximately $3,200,000. 


5. CAPITAL STOCK 


(a) Class “‘A” shares are non-voting except in the event of omission of dividends for 
a period of two years. 

(b) Under the terms of a stock option plan 50,000 Class “‘A’”’ shares and 50,000 Class 
“B” shares of the authorized and unissued capital were reserved for the granting 
of options to officers and other executive personnel. As at September 30, 1962, 


options had been granted with respect to 14,775 Class “A” shares and 14,775 
Class “B” shares and options had been exercised with respect to 10,760 Class “A” 
shares and 10,760 Class ‘‘B”’ shares. 


Under the plan 2,080 Class ‘‘A”’ shares and 2,080 Class ‘“‘B’’ shares were issued 
during the year for a total consideration of $73,100. 


6. PROVISION FOR INCOME TAXES 


The provision for income taxes has been calculated after claiming capital cost allowance 
which is in excess of depreciation recorded in the accounts by $445,000. As a result, 
the total taxes otherwise payable for the year have been reduced by $229,000. 


The net book value of depreciable fixed assets exceeds their undepreciated capital cost 
for federal income tax purposes by an amount of $4,420,000. 


7. DEPRECIATION AND OTHER AMORTIZATION, EXECUTIVE SALARIES, 
DIRECTORS’ AND LEGAL FEES 


The following items have been charged before determining the net earnings for the 


year — 
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AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Molson Breweries Limited and its 
subsidiary companies as at September 30, 1962 and the consolidated statements of earnings 
and earnings retained in the business for the year ended on that date and have obtained all 
the information and explanations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. The consolidated finan- 
cial statements incorporate figures in respect of certain subsidiary companies which have 
been reported on by other auditors. 

In our opinion, based upon our examination and the reports of other auditors and 
according to the best of our information and explanations given to us and as shown by the 
books of the companies, the accompanying consolidated balance sheet and consolidated 
statements of earnings and earnings retained in the business, when read in conjunction with 
the notes appended thereto, are properly drawn up so as to exhibit a true and correct view 
of the consolidated state of the affairs of the companies as at September 30, 1962 and the 
consolidated results of their operations for the year ended on that date, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 

McDONALD, CURRIE & CO., 
Chartered Accountants. 
MONTREAL, November 19, 1962. 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Source 
and Application of Funds 


For the Year ended September 30, 1962 
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